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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless otherwise noted) 





1985 1986°%  1987°7 


Domestic Economy 
Population (thousands) 136. 139. 


Population growth (%) 23 re 

GDP at factor cost 144. 158. 

Per Capita GDP, current dollars 1052. 1132. 

GDP in Local Currency % change 6. 7 
(1977 base) 

Consumer Price Index % change Vs 4. 


Production and Employment 
Labor force (1,000's) °” 
Unemployment (avg. %/yr) °% 
Manufactures production (local 
currency, 1977 base) % change 
Govt. oper. surplus % of GDP 





Balance of Payments 
Exports (F.0.B.) 
Imports (C.1I.F.) 
Trade balance 
Travel (net) 
Current account balance 
Foreign direct investment (new) 
Foreign debt (year-end) °” 
Debt service paid 
Debt service ratio as % of 
merchandise exports 
Net Foreign exchg reserves(yr-end) 
Avg. exchange rate for year 
(EC$ = US$1.00) 
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.§.-St. Lucia Trade 
U.S. exports to St.Lucia (C.I.F.) 38.4 53.1 58. 
U.S. imports from St.Lucia(F.0.B.) 6.9 10.6 3. 
Trade balance nS 42.5 45. 
U.S. share of St.Lucian exports (%) 13.2 13:5 18. 
U.S. share of St.Lucian imports (%) 30.7 34.2 33. 
9 5 


U.S. bilateral economic aid 8. 5 4. 


Principal U.S. exports (1987): Foodstuffs, machinery, general 
merchandise. 

Principal U.S. imports (1987): Garments, electronic components, 
cocoa. 

Sources: Ministry of Finance, IMF, Eastern Caribbean Central Bank 








a/ Estimate 

b/ Excludes debt to IMF and Eastern Caribbean Central Bank 
r/ Revised 

p/ Preliminary 





SUMMARY 


The rate of real GDP growth in St. Lucia fell to an estimated 2.1 
percent in 1987, down from 5.8 percent in 1986. Production in the 
all-important agricultural sector declined by more than 5 percent, 
mainly because of a substantial drop in the output of bananas, the 
country's most important crop. Production of manufactured goods 
grew only slightly, but construction and services activity increased 
considerably. 


The St. Lucian Government's fiscal pearson remained strong--the 
surplus on current operations expanted to an estimated $8.1 million 
during fiscal year 1987/88, thus increasing the government's 
capacity to contribute to the Public Sector Investment Program 
(capital budget). 


In the external sector, the current account deficit ballooned to 
approximately $22.7 million, largely because of reduced export 
earnings and an increase of more than 15 percent in the import 
bill. As a result, the overall balance of payments surplus shrank, 
despite increased capital inflows. 


The United States was St. Lucia's most important trade partner in 
1987 when, according to Government of St. Lucia data, transactions 
between the two countries totaled $72.8 million ($58.9 million in 
American exports, 13.9 million in American imports). Moreover, St. 
Lucia welcomes American direct investment; numerous firms--including 
clothing manufacturers, data processors and electronic components 
assemblers--now operate on the island. St. Lucia is eligible for 
trade benefits under CARIBCAN with Canada, the Lome Convention with 
the European Community and the Caribbean Basin Initiative (CBI) with 
the United States. 





ECONOMIC GROWTH 
According to preliminary estimates, the rate of real GDP growth in 
St. Lucia fell to 2.1 percent in 1987, down from 5.8 percent in 
1986. At current factor cost, GDP expanded to $165 million. 


Agriculture: Because of drought, floods and windstorms, banana 
production fell to 87,000 tons, a drop of 22 percent. Other 
subsectors performed reasonably well--coconut production, for 
example, increased by 14 percent to 4,700 tons. On the whole, 
however, real agricultural output fell by 5.6 percent. The sector 
accounted for 14.5 percent of GDP. 


Manufacturing: The manufacturing sector continued to struggle. Two 
foreign firms (from China and South Korea) commenced enclave 
production in textiles, creating several hundred jobs. On the other 
hand, domestic manufacturers still confronted serious marketing 
difficulties within CARICOM (Caribbean Common Market)--their 
traditional market. As a result, manufacturing production advanced 
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by only 1 percent and accounted for 7.8 percent of GDP. 


Construction: St. Lucia's vibrant construction industry had another 
busy year in 1987; value added grew by 13 percent and covered a 
range of activity from hotel expansion to private home building. 

The number of construction workers rose to over 3,000, and the 
sector's share of GDP increased to 8.4 percent, up from 6 percent 
the previous year. 


Services: The services sector also performed well. 
Hotel/restaurant business expanded by 9.4 percent (up from 6.1 
percent in 1986); wholesale/retail trade grew by 3 percent. 
Government services also expanded by a modest 0.2 percent. (That 
subsector is the most important contributor to the economy, 
accounting for 19.6 percent of GDP in 1987.) 


GOVERNMENT FINANCE 


Current Budget: Government finances remained strong throughout 
fiscal year 1987/88 (April-March); the estimated surplus on current 
operations came to $8.1 million with revenue of $73 million and 
expenditure of $64.9 million. (The surplus grew by 42 percent over 
that for the previous fiscal year.) Indirect taxes (consumption, 
import, and export taxes) accounted for approximately 60 percent of 
revenue (and most of the increase in earnings); direct taxation 
brought in most of the remainder. On the other side of the coin, 
wages and salaries accounted for roughly half of expenditures, 
followed by transfers and purchases of goods and services. 
Expenditures on the whole increased by 13.4 percent (compared to a 
16 percent jump in revenue). 


Capital Projects: The capital budget--Public Sector Investment 
Program (PSIP)--aims to provide the necessary infrastructure to 
boost private sector development in agriculture, tourism, and 
manufacturing. Total expenditure in 1987 was an estimated $22.3 
million. (Foreign grants and loans covered approximately half of 
this.) The PSIP comprises a range of activities, including road and 
water pipeline construction, geothermal energy prospection, and 
waterfront development in the capital, Castries. 


The St. Lucian banking system remained highly liquid throughout 
1987. The ratio of commercial bank deposits to loans in September 
1987, for example, stood at 1.35, compared to 1.27 a year earlier. 
Money supply (M' and M*) increased by 19.3 percent by the end of 
the year to $135 million. The rate of inflation in St. Lucia rose 
last year to 5.1 percent, up from 4.5 percent in 1986. A 10.6 
percent jump in fuel prices (which had declined by 15 percent in 
1986) contributed to the inflationary upsurge. 





BALANCE OF PAYMENTS 


St. Lucia's balance of payments deteriorated somewhat in 1987. The 
current account deficit widened to over 13 percent of GDP; this was 
partially offset by increased capital inflows. 


Current Account: Export earnings in 1987 declined by 6.7 percent to 
$77.3 million. Because of adverse weather conditions, the volume of 
bananas exported fell by over 25 percent to 83,000 tons. However, 
increases in prices mitigated the impact of this somewhat, and 
earnings from banana exports declined by 19.9 percent to $44.4 
million. (The bulk of St. Lucian bananas are exported to Great 
Britain, where they enjoy a protected market under the Lome III 
Convention.) Meanwhile, export earnings from manufactured products 
jumped by 38 percent mainly because of a $3.9 million increase in 
clothing exports (following the opening of two new apparel plants in 
the Vieux Fort area). 


At the same time, St. Lucia's import bill continued to expand and 
reached $178.1 million, a new record. Heavy domestic demand 
translated into a 25 percent hike in the value of imported consumer 
goods; the bill for capital goods rose by 12 percent, reflecting 
Ongoing construction activity. As a result, the balance of trade 
deficit swelled by over 40 percent to $100.9 million. 


The widening trade deficit overshadowed an impressive performance in 
the services account which, fueled in part by an 8.5 percent 
increase in stayover tourist arrivals, recorded net earnings of 
approximately $63.1 million, 20 percent more than the 1986 figure. 
In the end, the current account deficit grew by $18 million to $22.7 
million. 


Capital Account: Total capital inflows rose by over 87 percent to 
$30.5 million, largely on the strength of private direct investment 
of $22 million; official grants amounted to $9.7 million and loan 
drawdowns came to $7 million. Meanwhile, commercial bank net 
outflows fell to $6.5 million, down from $11.3 million the previous 
year. The overall balance of payments surplus declined by 21 
percent to $9.1 million. 


ECONOMIC OUTLOOK 


Last year's economic performance was disappointing relative to the 
high growth rates realized earlier in the decade. That the economy 
moved forward at all in 1987 given the difficulties in agriculture, 
testifies to the degree of economic diversification achieved. 
Tourism, and to a lesser extent, construction, are now major actors 
on the St. Lucian economic scene. That said, prospects for 1988 
appeared to be quite good, principally because banana production is 
expected to recover at least to 1986 levels. The government 
expected tourism to remain buoyant, although the hotel industry was 
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approaching the limits of capacity. (The opening of a 300-room 
resort complex, scheduled for November 1988, should help greatly.) 
Based on economic performance during the first 6 months, the 
government forecast real GDP growth of 5 percent for 1988. 


Still, major hurdles remain. For one, the manufacturing sector is 
highly dualistic--it simultaneously exhibits thriving foreign 
enclave activity and struggling domestically-owned producers. As a 
result, manufacturing's share of GDP remains low, even by developing 
country standards. Meanwhile, agriculture has little going for it 
besides banana production--a potentially disastrous circumstance 
given that St. Lucia's protected banana market in Great Britain 
could end in 1992 with the rationalization of the European Common 
Market. Recent shipments of bananas to Italy and Greece and the 
export of unprocessed cocoa to the United States since 1986 are 
encouraging steps, but more action is required in this direction. 
(St. Lucia's Prime Minister John Compton is spearheading a regional 
agricultural diversification effort.) 


PART B -- IMPLICATIONS FOR THE UNITED STATES 





TRADE 


St. Lucia and the United States enjoy close economic ties. The 
United States was St. Lucia's most important trade partner last 
year; according to Government of St. Lucia statistics, trade between 
the two countries totaled $72.8 million ($58.9 million in U.S. 
exports, $13.9 million in U.S. imports)--28.5 percent of St. Lucia's 
total transactions. The leading product categories for American 
exports in 1987 were foodstuffs and general merchandise. Given the 
proximity of the two nations, their warm political ties, and 
extensive American economic assistance, strong commercial relations 
between St. Lucia and the United States should continue. American 
exporters seeking opportunities in St. Lucia should contact: 


Mr. Edwin Laurent, Permanent Secretary 
Ministry of Trade, Industry, and Agriculture 
Castries, St. Lucia 

Phone: (809) 45-22627 


FOREIGN INVESTMENT 


The Government of St. Lucia actively encourages private foreign 
investment, which it sees as a major contributor to the country's 
development. The government's investment promotion body (the 
National Development Corporation) is perhaps the most effective in 
the region. The government offers a variety of incentives for 
investors, including tax holidays and duty-free import privileges. 
Investors will find a productive work force available for 
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comparatively low wages. In addition, St. Lucia benefits from the 
trade promotion provisions of the Caribbean Basin Initiative (CBI), 
CARIBCAN and Lome Convention, i.e., duty-free entry for many 
products into the United States, CARIBCAN and Europe respectively. 
Moreover, the government recently concluded a Tax Information 
Exchange Agreement (TIEA) with the United States through which St. 
Lucia will be eligible for Section 936 (IRS code) investment funds 
generated in Puerto Rico. (With the TIEA, American companies may 
also deduct certain expenses from business conventions held in St. 
Lucia.) As a result, a number of foreign firms have commenced 
operations in St. Lucia over the past few years, among them Halton 
Industries and Data Key International from the United States, and 
several firms from the Far East. 


Currently, best prospect areas for investment in St. Lucia include 
garments, tourism, renewable energy and agribusiness (especially for 
tropical fruits). Companies interested in investment opportunities 
in St. Lucia should contact: 


Mr. Terry Deligny 

Investment Promotion Officer 
National Development Corporation 
Castries, St. Lucia 

Phone: (809) 45-23614 


In addition, the U.S. Government-funded High Impact Agricultural 
Marketing Program (HIAMP) offers venture capital for nontraditional, 


export-oriented investments in agribusiness and fisheries in the 
eastern Caribbean, including St. Lucia. Interested parties should 
contact: 


Mr. Michael Julien, Director 
HIAMP 

P.O. Box 127] 

Bridgetown, Barbados 

Phone: (809) 436-9916 

Telex: 2636 HIAMP WA 














